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e W L WRnited States Senate

SELECT COMMITTEE ON INTELLIGENCE

B T Dot avans £ Orcy WASHINGTON, OC 20810-8478 . #89-0075

KATHLEEN P. McGHEE, CHOEF CLEAK January 3, 1989

Mr. Richard J. Kerr

Deputy Director for Intelligence
Central Intelligence Agency
washington, D.C. 20505

Dear Mr. Kerr:

Congratulations on being nominated to the position of
Deputy Director of Central Intelligence.

The Select Committee’s consideration of your nomination
is governed by Rule 5 of its Rules of Procedure. A copy of
the Committee’s rules are enclosed for your information. 1In
order to facilitate the confirmation process, we also have
enclosed for completion by you, the background and financial
disclosure statement required by Rule 5.6. You may wish to
submit a separate classified career record as an annex to
your answers to questions number eight and nine.

In addition, enclosed for completion is a Questionnaire
Supplement. Response to this supplement is made necessary by
the fact that you were mentioned in testimony regarding the
Iran-Contra matter, which was the subject of investigation by
both the Executive and Legislative branches.

Please do not hesitate to contact the Committee offices

UZZ///@@

if you have any questions.

David L. Boren

iam S. Cohen
vi€e Chairman

Enclosures
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QUESTIONNAIRE SUPPLEMENT

1, On what date did you first learn information, either
directly or indirectly, regarding the proposed sale of
arms to Iran, what was that information, and what
actions did you take or advise upon learning such
information?

2. Since the date set forth in your response to question
number 1 above, describe any and all actions taken by
you and by others acting pursuant to your direction or
advice with respect to both the proposed sale of arms to
Iran and that aspect of the ensuing investigations by
both the Executive and Legislative branches.

3. On what date did you first learn information, either
directly or indirectly, regarding the transfer of
intelligence to Iran, .what was the information, and what
actions did you take or advise upon learning such
information? .

4. Since the day set forth in your response to question
number 3 above, describe any and all actions taken by
you and by others acting pursuant to your direction or
advice with respect to both the transfer of intelligence
to Iran and that aspect of the ensuing investigations by
both the Executive and Legislative branches.

5. On what date did you first learn information, either
directly or indirectly, suggesting that funds derived
from the sale of arms to Iran possibly had been used to
support the Nicaraguan resistance, what was that
information, and what actions did you take or advise
upon learning such information?

6. From the date set forth in your response to question
number 5 above, describe any and all actions taken by
you and by others acting pursuant to your direction or
advice with respect to both such support to the
Nicaraguan resistance and that aspect of the ensuing
investigations by the Executive and Legislative
branches.
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7. Describe any information presently known to you, either
directly or indirectly, concerning activities by U.s.
officials that had the purpose or effect of providing
illegal or unauthorized assistance to the Nicaraguan
resistance during the period that such assistance was
prohibited by law. : ‘

8. Describe any information presently known to you, either
directly or indirectly, concerning any activities
arising out of the Iran-Contra matter that you have
reason to believe may be unlawful or contrary to
Executive Order, which have not been reported to the
Intelligence Oversight Board, or any activities which
may involve violation of any federal criminal law which
have not been reported to the Attorney General.
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1 or not he had raised it to the level of Clair George?
2 A I just assumed it had been cleared up the
b} line. I would naturally assume that. And today if the
4 same situation replicated itself I would probably react
$ the sane vay bscause ve are taught to report up the lire.
[ Q This kind of situation, it seems to me, would
7 also ralse concerns about operational security. If you

1 [] found yoursel? in & situation vhere you got sose very
9 angry Iranians vho feel they have been grossly
10 overcharged and the Agency's response is ve have to
11 create a false pricing list, I would think that would
22 cause people to be concerned about the operation being

, 1 blown in short order.
4 Did you have those concerns?
1% A That vas ay principal concern. My principal
16 concern vas that the operation would be sxposed, and 1
17 wvas alarmed and I told Mr. Kerr that sometims, in my
by } recollection, in the August time fraae.
19 Q Nov Mr. Kerr ag that time vas D0I?
20 A Yes, sir. He vas Deputy Director of
21 Intelligence.
22 Q And with regard to the conversation vith Xerr
) you would place it sometime in August, I gather.
b1} A Yes, sir. He cannot, I believe, put a time
F1) frame on it, but 1 ‘would put 4t i{n the August pericd.
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Declassified in Part - Sanitized Cop Appove for Relese 2014/3/24 -' CIR92MOO732R0002000029




AR el

- - 4 .
AN oS a ¥
i 40 — . ettt At et ot

; 'a..u

i et
E g

e

e
B

t
i~

e

-
2
N

3., e b et

-,
Ao

10
11
12
13
14
1s
16
17
1s
19
20
21
22
2]
24

23

Ry

Declassmed |n Part Sanltlzed Copy Approvedfor Releas 2014/03/24 CIA RDP92M00732R000200090026 9

USSR

Q - Was there anybody else present at that
conversation?

A Not to my knowlaedge.

Q What motivated the conversation? What caused
you to have {t with Xr. Xerr?

A I believé Xr. Kerr asked me for a verbal
update on the initiative because he'd been avare of |t
for a considerable pericd of time, He had closely
folloved the McFarlane trip into Iran. And I believe 1
gave him an update and I talked to him of this strange
and rather bizarre izpasse that had occurred that had
been dragging on for tvo months, or at least aix veeks,
and tha" sorathing wvas wrong.

And at that stage I wvas just speculating. I
said I vouldn't be surprised but vhat perhaps ve are
overcharging at least the middleman on these matters {n
order to send money to the contras. And he expressed

concern and ve ended up talking about the operational

security of the problem, and I believe Mr. Kerr said it's

not a matter of wvhether it's going to be exposed but

vhen.

And I said yes, I'd have to sort of agree with

you :rat this has been holding for a long time. And I
said i{t's going to be extremely messy {f there is

sorething amiss about the operation.
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© This quoction Teally is not intended to be
critical, but you vrlto that kind of memo in October.

A I didn't write it. That vas a verbal
statement.

Q I understand. But by October clearly you are
bringing these kinds of thoughts to Casey and Gates {n a
vritten format.

A Yes, sir.

Q Why in August vhen you had these concerns
didn't you take thea to Casey or Gates?

8 It vas all speculation. I didn't have any
pleces of information. 1In retrospect I wish I'd walked
in or at least, you knov, Nr. Cave and I or someone could
have sat down and analyzed the situation. I just didn’t,
and T can't offer any dynaaic explanations on why I
didn't. I sav and vorried more than anything else over
the potential exposure.

Q Did you have any reason to think in August
that either Casey or Gates alresady knev there vwas an
overcharge going dovn on the situation?

A‘ No, sir.

Q You did not?

A No, sir. I don't think they were necessarily
avare, unless they vere told by scmeone out of the

Directorate of Operations. I don't believe I brought it

- URCLASSIHED
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Chapter 15

North said that he continued until November 21,
1986, to assume that the President had approved the
diversion. He testified that, on or about that day, he
asked Poindexter directly, “does the President
know?" He told me [the President] did not.” 43 North
testified that the President confirmed this lack of
knowledge on November 25 when the President told
him by telephone that, “I just didn’t know.” 44
Robert Earl, North's aide, testified that North had
told him that the President had said “it is important
that 1 not know.” 48 Lt. Cmdr. Coy, the third office-
mate, who was also present, did not recall any con-
versation about the President's knowledge.¢¢ Fawn
Hall testified that North told her that the President
had *called him an American hero” and said that “h
(the President] just didn’t know.” 47 .

Except for the April memorandum, the memoran-
dums that North claimed he sent Poindexter are gone.
North testified that he destroyed them. Three drafts
of the April memorandum were found in various loca-
tions in North's files. They are identical except for the
precise date of the Israeli September 1985 TOW ship-
ment on the first page.¢$ .

Memorandums for the February, May, and October
1986 shipments, describing the use of the proceeds, do
not exist. If they were prepared, they were destroyed.

Casey's Knowledge

Discrepancies about Casey's knowledge of the di-
version also abound. Poindexter testified that he “pur-
posely” did not discuss the subject with Cascy.¢?
Poindexter’s reasoning was that Casey frequently had
to testify before Congress and he did not want to
place Casey in a position of having to lie.$? Poin-
dexter further testified that he had no indication that
Casey was aware of the diversion aspect of the arms
sales operation.8!

North, on the other hand, testified that he “had
consulted very carefully with Director Casey [about
the diversion], and he . . . was very enthusiastic
about the whole program.” $2 He stated that he had
told Casey of the plan to use the proceeds for the
Contras before the fact, and that he had reviewed
with Casey (probably in February 1986) at least one
memo referring to the diversion before sending it “up
the line” for Presidential approval.$®

While still at the NSC, North made inconsistent
statements about Casey's knowledge. He told Earl in
the spring of 1986 that Casey knew.*¢ But on No-

- vember 23, when questioned by the Attorney Gener-
al, North omitted Casey from the list of persons privy
to the diversion. According to North, this omission
occurred after Casey had suggested a “fall guy plan”
in which North and, if necessary, Poindexter would
take the blame.8®

‘Another CIA official, Charles Allen, became aware
as early as January or February 1986 of the possibility
of a diversion. Allen effectively acted as Ghorbani-

A S~ v« e
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far's CIA case officer from their first meeting in Janu-
ary 1986. Allen's notes record that, early in their
relationship, Ghorbanifar told him that money could
be generated from the arms sales to support the Con-
tras and other activities. Allen found Ghorbanifar's
statements so “far-fetched” and “trivial” that, al-
though he recorded them in his notes, he did not
report them to his superiors.8¢ ¢

By the end of August, Allen had focused on the
inflated pricing of the arms sold to Iran and the possi-
bility that money might have been diverted to the
Contras.$7 Allen shared his concerns that same month
with Richard Kerr, the CIA's Deputy Director of
Intelligence, who had succeeded Robert Gates. Ac-
cording to Kerr, Allen told him that the United States
had overcharged Iran in the sale of HAWK parts and
that the excess money had possibly been diverted to
assist the Contras.®® Kerr said that, as best he could
recall, Allen did not explain why he believed that
funds might have been diverted to the Contras. Kerr
told Allen to monitor the situation and keep him
apprised of further developments.

Kerr recalls that he recounted Allen’s diversion
speculation to Gates, who told Kerr that he also
wanted to be kept informed about the matter. Kerr
took no further steps,89 ¢¢ —

Allen remained “very troubled in September that
the operation was to spin out of control.” $° On Sep-
tember 9, he met with North following a meeting
between North and Poindexter on the Iran initiative.
North told Allen that the First Channel into Iran was
to be shut down, and that the Second Channel had
“flourish[ed] into full bloom.”

Allen was surprised by this information.®? He re-
turned to the CIA “very nonplussed because I
couldn't figure out why we would so abruptly shut
down the first channel unless we had & very good
plan for shutting it down in & way that Ghorbanifar
and other creditors of Ghorbanifar would feel as-
suaged . . . ." 9% Nevertheless, the next day Allen
reported this conversation to Casey matter-of-factly
and without comment, including a flat, unexplained
observation that “[tJo cut Ghorbanifar out, Ollie will
have to raise a minimum of $4 million.” %

On October 1, Allen took his worries to Gates. He
told Gates that the Ghorbanifar channel was a “run-
ning sore,” and that he was concerned that the Iran
initiative was “going to be exposed if something isn't
done.” ¢¢ He also told Gates that “perhaps the money
has been diverted to the contras.” 88 According to

®Later in the year, George Cave of the CIA grew suspicious
when he learned that the lranisns were paying significantly more
for the U.S. arms than the CIA was receiving, and heard specula-
tion of & diversion 10 the Contras. Cave stated in his deposition that
he did not report these concerns. Cave Dep., 4/17/81, at 158-59.

*sGates told the CIA Inspector General that he could not recall
the meeting in which Kerr apprised him of Alien's suspicions. Kerr
Int., 9723/87, at 6-7.
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